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MARKET COMMENTARY

Global equity markets had a volatile end to 2018 as major markets, led by the U.S., sold off to record their worst calendar year since the global financial crisis as 
concerns around slowing global growth, tightening monetary policy in the U.S. and trade tensions weighed on markets. The heightened volatility saw an increase in 
demand for perceived safe havens such as U.S. Treasuries and gold, with yields on treasuries declining significantly from pre-December levels. In a much anticipated 
move, the U.S. Federal Reserve raised interest rates by 25 basis points in December, the fourth increase in 2018. Fed Chair Jerome Powell lowered his expectations 
for interest rate increases in 2019 from three to two, highlighting that the U.S. economy is likely to remain strong in the short term despite slowing global growth 
and concerns around tightening global monetary conditions.

Despite disappointing performance from global equities during December, decent returns from mining and rand hedge stocks led the JSE to a relatively strong finish 
for 2018. However, the positive performance in December was not enough to drag South African equities into positive territory for the year. Bonds strengthened 
their position as the best performing local asset class for the year, despite foreigners selling approximately R68bn in 2018, which was almost five times the previous 
record in 2008.

GDP growth in Q3 2018 was stronger than expected (2.2% quarter on quarter annualised) as economic data releases continue to surprise on the upside and Q4 
growth is also expected to be positive. Weak confidence and PMI surveys, however, indicate that momentum is slow and growth is unlikely to beat consensus 
forecasts for 2019 significantly. Inflation continues to remain subdued and well within the target band of between 3% and 6%. Headline CPI for November came in at 
5.2% year-on-year, however, the significant decline in the petrol price in December implies a decline in inflation over the next few months.

The JSE All Share Index bucked the global trend with a return of +4.3% for the month. The top performing shares amongst the largest 60 companies on the JSE 
in December were Anglogold Ashanti (+30.6%), Gold Fields (+22.3%) and Anglo American Platinum (+20.9%). The worst performing shares in December were 
Hyprop Investments (-8.6%), Aspen (-8.3%) and Pick n Pay (-7.3%). Resources (+12.3%) was the standout sector in December, while Industrials (+2.4%) and 
Financials (+0.6%) ended the month marginally positive. 

Developed market equities had a very poor end to the year, driven lower largely by U.S. equities which had their worst December since 1931. The MSCI World 
Index fell sharply in December (-7.6%). Most major equity markets ended the month in negative territory, with the UK’s FTSE 100 (-3.7%) faring slightly better than 
Germany’s FSE DAX (-5.3%) and Japan’s Nikkei 225 (-7.2%). U.S. equities led the global market selloff in December, with both the S&P 500 (-9.0%) and the 
NASDAQ 100 (-8.8%) sharply negative for the month. Emerging markets fared slightly better than developed markets in December in the continuation of a recent 
trend towards the back end of 2018. The MSCI Emerging Markets Index (-2.6%) still ended lower in December. 

Local bonds (+0.6%) had another positive month, ending the year as the top performing SA asset class, despite significant volatility in local yields in the first half 
of December. Listed property (-1.1%) ended a horrific 2018 with another disappointing return in December. Companies continue to report lower earnings growth 
due to weak fundamentals and a reduction in once off items which artificially boosted income in prior years. Cash delivered a return of +0.6% for the month. 

The rand was weaker against most major currencies in December. The local currency depreciated against the euro (4.5%), US dollar (3.6%) and pound sterling
(3.4%) during the month. 

On the commodities front, Oil (-8.4%) finished sharply lower in December after plummeting dramatically in November, while Platinum (-2.1%) also ended the 
month lower. Gold (+5.1%) finished December higher due to safe haven demand and the prevailing risk off sentiment. 

*All data is sourced from Morningstar Direct as at 31/12/2018. The performance of South African asset classes is quoted in rands and the performance of global asset classes is quoted in US dollars.

*Returns are simulated and based on the underlying funds at the initial weightings and are net of published asset manager fees. Returns greater than a year have been annualised.
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